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and justifications of the actuarial assumptions, and the assumptions unique to

postretirement health care benefits.32

SFAS-I 06 requires the use of explicit assumptions, each of which individually

represents the best estimate regarding a particular future event. The probability of

payment is taken into account in assumptions about turnover, dependency status and

mortality. Generally, assumptions are made that are expected to hold true over a long

period of time. The possibility of a future downsizing, as a one-time or short term event,

is not an assumption that should impact the calculation of the expected benefit obligation.

General attrition is taken into account in assumptions about turnover. The NTCs have

generally implemented their downsizing efforts via retirement incentives, not having

material impact on the probability that employees will leave the business prior to

becoming eligible to receive their postemployment benefits.

In December 1993, NYT accrued SFAS-l 06 curtailment charges pertaining to

restructuring and planned downsizing of $53.2 million for management employees and

$217.3 million for nonmanagement employees. For NET, these figures were $43.1

million and $150.8 million, respectively. For FCC reporting purposes, these charges

were reflected in Account 7370, Special Charges for NYT and Account 7360.99, Other

Nonoperating Income for NET, in accordance with RAO 24. As employees left the

payroll during 1994 (and will continue in 1995 and 19%), a portion of the amount

recorded in Accounts 7370 and 7360.99 is reversed, and the actual SFAS-I06 amount is

recorded as operating expense in Account 6728, Other General and Administrative

Expense. Total SFAS-1 06 charges recognized as operating expense in 1994 for NYT

32 Meaningful comparisons cannot be drawn between SFAS-112 costs and SFAS-I 06 costs because of
the very different types of benefits involved. However, see Appendix H.2 for SFAS-112 costs and the
associated valuation methods.
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were $63.9 million for management employees and $166.7 million for nonmanagement

employees. For NET, these figures were $41.8 million and $43.0 million, respectively.

Amounts reversed from Account 7370 during 1994 for NYT were $38.2 million for

management employees and $36.2 million for nonmanagement employees. Amounts

reversed from Account 7360.99 during 1994 for NET were $25.9 million for management

employees and $11.3 million for nonmanagement employees. The difference between

the amounts actually incurred and the related amounts previously accrued (and now

reversed) is primarily due to the offering of a special retirement incentive which added

six years to age and six years to service for determining benefit eligibility, enabling

greater number of employees to retire and leave the business with full postemployment

benefits.

Designation Order ~ 28:

Regarding the issue of any double-counting see response to Designation Order

~ 24, including Appendix H.1.

Designation Order ~ 29:

For NYT, average total compensation per employee is $75,373 for management

employees and $60,454 for nonmanagement employees. For NET, these figures are

$62,592 and $53,188, respectively. Of these amounts for NYT, OPEBs represent 19.2%

of total compensation costs for management employees and 11.7% for nonmanagement

employees. The respective figures for NET are 15.3% and 12.9%. Total compensation

includes wages, salaries, special payments (overtime, team awards, etc.), and benefits

(including medical, dental, company savings plan contributions, disability, pensions and

OPEBs). These amounts were derived by dividing 1994 annual costs by the average

monthly force during 1994.
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Designation Order ~ 30:

The basic premise in Designation Order ~ 30 that OPEB accruals may never be

paid is not applicable on a going-concern basis. That is, as long as a LEC continues to

exist, accrued OPEB benefits will be paid. The only time such benefits will not be paid is

if the benefit plan is terminated (settled) or curtailed. For LECs this seems highly

unlikely, as such action would have to be negotiated with the unions and would be

otherwise disruptive and problematical. Furthermore, depending on the terms of the

settlement or curtailment, the transaction could result in a possible loss as well as a

possible gain. Over time, recovery of retiree benefit costs has been less than amounts

paid to or on behalf of retirees (see responses under Issue A herein). Also, on a going

forward basis, the Commission has promulgated a stricter test generally denying

exogenous treatment of OPEB costs absent a demonstrated impact on cash flow (~

Price Cap Review Order). Given these developments, it seems likely that LECs will not

recover more than their cash payments to retirees, and over time will recover less than

that amount.

III. CONCLUSION

NYNEX has fully justified its exogenous adjustments for additional OPEB costs

arising from implementation of SFAS-l 06, and has met the legal standard for exogenous

cost treatment as set forth in the D.C. Circuit's OPEB Decision. The Bureau should



25

promptly conclude this investigation by upholding and making permanent the NYNEX

OPEB tariffs under investigation herein.

Respectfully submitted,

New England Telephone and
Telegraph Company

New York Telephone Company

By: ~:J,Ah
Campbell L. Ayling

1111 Westchester Avenue
White Plains, NY 10604
914/644-6306

Their Attorney

Dated: August 14, 1995
93-193.doc
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PAY-AS-YOU-GO POSTRETIREMENT EXPENSES

MILLIONS OF DOLLARS

Appendix A. 1

NEWENGLAND
NEW YORK

1990/1991
ACCESS FILING

53.2
114.8

1991
ACTUAL

50.8
101.1

1992
ACTUAL

63.7
131.6

1993
ACTUAL

67.2
142.0

1994
ACTUAL

75.4
167.1

NYNEX TELEPHONE COMPANIE 168.0 151.9 195.3 209.2 242.5
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NOTES TO FINANCIAL STATEMENTS (continued)

(see Orglnizltionl1 Restructuring included in Management's Discussion and
Analysis of Results of Operations). Based on historical precedent,
manageMent anticipates future recovery of these deferred costs through the
rate-making process.

In January 1992, the Ca-pany announced that management employees who leave
the Company under the Force Mlnage..nt Plan during 1992 Ind are at lelst 21
years old with at lelst one year of service as of December 26, 1991 may
elect to receive their NYNEX Management Pension Plan benefit in a lump sum
distribution, or as a IOnthly annuity beginning when they leave the
Company. In addition, .anag...nt employees who are not eligible for a
service pension retain the existing option of waiting until retirement age
before receiving their pension benefit.

During 1990, the projected benefit obligation increased by S8.3 .illion for
the 1989 early retir...nt plans for manage..nt and non..nag...nt employees,
of which Sl.7 .i11ion was expensed and 56.6 .illion WIS deferred. Based on
historical precedent, .anag...nt anticipates future recovery of these
deferred costs through the rat,-..king process.

Postretirement B,nef1ts Other Thin pensigns

The Complny provides certain health care Ind life insurance benefits for
retired .-ployees and their f..ilies. Substantially all of the Company's
employees may bec~ eligible for these benefits if they reach pension
eligibility while working for the Complny. Most of these benefits are
provided through In insurance co.pany whose pre.iu.s are funded IS benefits
are plid. Totll costs of providing benefits for retired .-ployees Ind their
families were 545.7. 539.6 Ind 533.2 .illion in 1991, 1990 Ind 1989,
respectively.

In September 1991, under the provisions of the omnibus Budget Reconcililtion
Act of 1990, I portion of excess pension Issets totilling $133 .illion WIS
transferred froa the two NYNEX pension plans to health car. benefit accounts
established within the pension plans for r.imburse..nt of retiree hellth
care benefits paid by NYNEX during the 1990 tax year, of which $38.illion
represent benefits paid by the Ca-pany. NYNEX then established and mlde
contributions to two separate Voluntary Employees' Beneficiary Association
Trusts (RVEBA Trusts·), one for management and the other for nonmanage..nt,
in amounts equal to the excess pension assets transf.rred. The VEBA Trusts
were established to begin prefunding postretirement health care benefits.
In December 1991, additional excess pension assets totalling 5148 .'11ion
were transferred fra. the NYNEX p.nsion plans to health care benef1t
accounts within the pension plans for reimbursement of retir.e h.alth care
benefits paid by NYNEX during the 1991 tax year. of which $42 .illion
represent benefits paid by the Company •. NYNEX also made contributions to
the VEBA Trusts in ..aunts equil to the excess pension assets trlnsferred in
December. The transf.r of the excess pension assets Ind the establishment
of the VEBA Trusts had an insignificant impact on the Company's results of
operations and financial position.
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NOTES TO FINANCIAL STATEMENTS (continued)

In Dece.oer 1990, the FASB issued Statement of Financial Accounting
Standards No. 106, -E~loyers' Accounting for Postretirement Benefits Other
Than Pensions- C-State..nt No. 106-). Adoption of this standard is required
by the Ca-pany no later than January 1, 1993. Statement No. 106 will change
the current practice of accounting for nonpension retirement benefits from
recognizing costs as benefits are paid to accruing the expected costs of
providing these benefits during an employee'S working life. Upon adoption
of Statement No. 106, c~anies will be required to recognize the liability
to current and retired employees either immediately or over a period not to
exceed 20 years.

Manag...nt is currently evaluating the financial i~act of this accounting
standard. Initial estimates indicate that the related annual expense,
assuming 20 year ~rtization, will increase by approximately two to three
times above the projected 1993 expense levels, and the initial unfunded
accumulated postretirement benefit obligation will be in the range of
approximately SO.9 billion to SI.3 billion at adoption. Management is
unable to predict with any certainty what effects the future regulatory
enviro~nt ..y have on the ultimate financial impact of the new standard.

(D) Ca.IOn Stock

In 1991, the equity capital of the to.pany increased S75 million through an
equity invest..nt ..de by NYMEI. In 1990, the equity capital of the Company
increased S98.8 million due to a S75 million equity invest..nt ..de by NYNEI
and 523.8 million from the transfer of ownership of MYMEI Materiel
Enterprises Company and NYMEI Syst..s Marketing (New England) Company.

(E) Long-term Debt

Interest rates and maturities on long-term debt outstanding at December 31,
1991 and 1990 are as follows: .

December 31,
1991 1990Dollars in Millions

Debentures: .....

Notes: ....

Capital Leases

Interest
Rates

41 - 8 1/51
6 1/81 - 9 1/21

91

9 1/21
8 5/81

Maturities
1993-2005
2006-2010
2026-2031

1992
2001 100.0

5.0 7.5

Unamortized discount - net .

Total long-term debt . . .

(17.2) (15.1)

~ $2.117.4
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Cgntjnued)

Postretir",nt Benefits Otber Tbln pensjons

The Company provides certain health car. and life insurance benefits for
retired employees and their f.-i1ies. Substantially all of the Company's
employees may become eligible for these benefits if they reach pension
eligibility while working for the Ca.pany. Most of these benefits are
provided through an insurance company whose premiums are funded as benefits
are paid. Total costs of providing benefits for approximately 39,000
retired employees and their families were S91.6, 568.1 and 580.9 million in
1991, 1990 and 1989, respectively.

In September 1991, under the provisions of the OInibus Budget Reconciliation
Act of 1~90, a portion of .xcess pension assets totaling 5133 .i11ion were
transferred from the two NYNEX pension plans to hla1th carl b.nefit accounts
established within the respectivi pension plans. The funds werl used for
reimbursement of retiree hla1th care blnefits paid by NYNEX during the 1990
tax year, of which 569 .illion represented blnefits paid by the Company.
NYNEX then established and made contributions to two separate Voluntary
Employees' Blneficiary Association Trusts (·VEBA Trusts·), one for
management and the other for nonmanagement, in amounts Iqual to the excess
pension assets transferred. The VElA Trusts were established to begin
prefunding postretirl..nt health care benefits. In December 1991,
additional excess pension assets totaling S148 .illion were transferred from
the NYNEX pension plans to health care ben.fit accounts within the pension
plans. The funds were used for reiaburs...nt of retiree health care
benefits paid by NYNEX during thl 1991 tax year, of which 576 .i11ion
represented benefits paid by the Company. NYNEX made contributions to the
VEBA Trusts in amounts equal to thl IXCISS pension assets transferred in
December. The transflr of IXCISS pension assets and the establishment of
the VEBA Trusts had an insignificant i~act on the Company's results of
operations and financial position.

In December 1990, the FASB issued State..nt of Financial Accounting
Standards No. 106, -Employers' Accounting for Postretirement Benefits Other
Than Pensions· (·State..nt No. 106-). The Company must adopt this standard
no later than January 1, 1993. Statement No. 106 will change the current
practice of accounting for nonpension retirement benefits from recognizing
costs as benefits are paid to accruing the expected cost of providing these
benefits during an .-ploYle's working life. Upon adoption of Statement
No. 106, companies will be required to recognize the liability to current
and retired e~loyees either imlediate1y or over a period not to exceed 20
years.

Management is currently evaluatin~ thl financial accounting impact of this
accounting standard. Initial est,.ates indicate that the related annual
expense, assuming 20 Ylar amortization, will increase by approximately two
to three times above the projlcted 1993 expense levels, and the initial
unfunded aCCUMUlated postretire..nt benlfit obligation will be in the range
of approximately Sl.8 billion to S2.7 billion at adoption. Management is
unable to predict with Iny certainty what effects the future regulatory
environment ..y have on the ulti ..te financial impact of the new standard.
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Interest expense
(......,

Pretax income decreased $524.8 million in 1991, and there
was an increase in the reversal of excess accumulated deferred
taxes from previous years that had been deferred at a tax
rate higher than the 1991 statutory rate. In 1990, income taxes
increased principally due to higher pretax income and a
decrease in amortization of investment tax credits, partially
offset by an increase in the reversal of excess accumulated
deferred incom~ taxes from previous years that had been
deferred at a tax rate higher than the 1990 statutory rfte and
the tax effect of the dividends on LESOP shares. A reci>ncilia­
tion of the effective tax rate with the federal statuto~teis
contained in Note B to the Coits9lidated Fmancial Statements.

Effects of • Chanp In Intercompany ..... Poley

In January 1991, Telesector Resources changed its method
of billing for procurement services provided to the NYNEX
subsidiaries and began billing them for materials and sup­
plies at vendor invoice prices. All other costs related to
procurement services, including a return on investment, are
separately identified and billed to the NYNEX subsidiaries
at prices for products and services that are intended to
recover Telesector Resources' fully allocated costs, including
a return on investment. In 1991, as a result of this change, the
telephone subsidiaries experienced a $47 million increase in
operating expenses for procurement services that previously
would have been capitalized.

For New York Telephone, the billing policy change is subject
to NYSPSC approval. As an interim step, New York Telephone
has petitioned the NYSPSC for permission to impute revenues
for future intrastate recovery equal to the incremental revenue
requirement impact of expensing the portion of procurement
costs that were formerly capitalized.

-

AnIle........ EfhIcta 01~ of n-daI
ACCGI i.e No. :&08~' Ac:countIna
for -mao....- na.. ........."
In December 1990, the Fmancial Accounting Standards Board
(the "FASB") issued Statement of Financial Accounting
Standards No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensions" ("Statement No. 106"). Adop­
tion of this standard is required by NYNEX no later than
January 1, 1993. Statement No. 106 will change the current

Income taxe.
(........, 11ft 1110

_________.....__$....368;",;",;".3 $2.65..._9

interest expense increased due to interest on the $450 million
in debentures issued in connection with the leveraged
employee stock ownership plan ("LESOP") (see Note G to
the Consolidated Financial Statements) and an increase in
average debt levels from $7.9 billion in 1989 to $8.2 billion
in 1990, partially offset by a decrease in average interest
rates from 8.4% in 1989 to 8.2% in 1990.

11ft uee

___________~_$;.;",;700_._0_.....$_69_1_.4

11ft uee
_____________$_2_.4 $_8_.2

The decrease in 1991 was principally due to $71 million of
restructuring charges, primarily at NYNEX's subsidiaries
other than the telecommunications group to establish
reserves against certain investments (see Organizational
Restructuring). The allowance for funds used during con­
struction decreased $14 million at the telephone subsidiaries
resulting from a lower average balance in plant under con­
struction. In 1990, interest income decreesed. $17 million and
minority interest ex $13 million, partially
offset by a decrease in resulting from one-
time charges recorded ne subsidiaries in 1989
(see Organizational &

Other income (expense)-net

Average debt levels increased from $8.2 billion in 1990 to
$8.8 billion in 1991, due to new issuances of $400 million
at the telephone subsidiaries, $94 million in medium-term
notes at NYNEX Credit Company and $31 million at
NYNEX Capital Funding Company (see Capital Resources
and Liquidity), partially offset by a decrease in average
interest rates from 8.2% in 1990 to 8.0% in 1991. In 1990,

Other Diversified Operations
The operating loss from Other Diversified 'Operations
decreased $204.7 million, or 54.7%, in 1991, and increased
$253.1 million, or 209.3%, in 1990. The 1991 decrease is due
to the sale of the NYNEX Business Centers and the reorgani­
zation of NBISC's Office Systems Division, partially offset
by restructuring charges recorded in 1991. In 1990, approxi­
mately $288 million of pretax charges were recorded. (See
Organizational Restructuring.) Operating results from profes­
sional services, systems and software sales were negatively
affected by market weakness in the financial and consulting
services sectors. In addition, increased expenses were incurred
for expansion in international markets and for various start­
up businesses. Computer hardware and office automation
operations reduced operating losses by lowering expenses.

Financial/Real Estate
Financial/Real Estate operating income decreased $48.7 million,
or 64.3%, in 1991, and increased $24.8 million, or 48.7%, in
1990. The 1991 decrease is due to the phase out of real estate
development work and related restructuring charges (see
Organizational Restructuring), partially offset by the in­
crease in revenues from leveraged leases. NYNEX Properties
Company is being phased out pursuant to a 1991 reorganiza­
tion plan. In 1990, the increase was principally due to growth
in revenues.



practice of accounting for nonpension retirement benefits
from recognizing costs as benefits are paid to accruing the
expected cost of providing these benefits during an employee's
working life. Upon adoption of Statement No. 106, compa­
nies will be required to recognize the liability to current and
retired employees either immediately or over a period not to
exceed 20 years.

Management is currently evaluating the financial accounting
impact of this accounting standard. Initial estimates indicate
that the related annual expense, assuming 20-year amortiza­
tion, will increase by approximately two to three times above
the projected 1993 expense levels, and the initial unfunded
accumulated postretirement benefit obligation will be in the
range of approximately $3.5 billion to $5.0 billion at adoption
A substantial portion of the increase would be related to the
telephone subsidiaries, which are subject to rate regulation.
Management is unable to predict with any certainty what
effects the future regulatory environment may have on the
ultimate financial impact of the new standard.

Anticipated Effects of Statement of Flnanciaf Accounting
Standards No. 109 "Accounting for Income Taxes"

In February 1992, the FASB issued Statement of Financial
Accounting Standards No. 109, "Accounting for Income Taxes"
("Statement No. 109"), requiring implementation by NYNEX
no later than January 1, 1993. Statement No. 109 supersedes
Statement of Financial Accounting Standards No. 96, which
was adopted by NYNEX effective January 1, 1988. The effect
of Statement No. 109 on NYNEX's results of operations and
financial position has not yet been determined.

Capital Resources and Liquidity

Cash provided by operations was $3.2, $2.9 and $3.5 billion
in 1991, 1990 and 1989, respectively. The reduction in cash
provided by operations in 1990 was partially due to payments
related to the work stoppage. Management anticipates cash
provided by operations in 1992 to continue in the range
attained in recent years.

NYNEX continued its capital expenditure program in 1991
designed to meet the expanding needs for telecommunica­
tions services by upgrading and extending the existing
telecommunications network. Capital expenditures were
$2.5 billion in 1991 and are projected to remain at a com­
parable level in 1992. NYNEX funded capital expenditures
primarily through cash generated from operations.

NYNEX's commercial paper borrowings are supported by
$1.6 billion of lines of credit with domestic and international
banks. During 1991, the level of commercial paper outstanding
decreased $314 million. This was primarily due to $400 million
in long-term debt issuances at the telephone subsidiaries. In
1990, NYNEX entered into interest rate swaps to protect
against exposure to interest rate volatility associated with

certain of its commercial paper borrowings through 1997.
NYNEX has also utilized interest rate instruments designed
to take advantage of decreasing short-term rates.

During 1991, New York Telephone issued $200 million of its
Forty Year 9~% Debentures due July 15,2031. New England
Telephone issued $100 million of its Ten Year 8%% Notes
due August 1, 2001 and $100 million of its Forty Year 9%
Debentures due August 1, 2031. Net proceeds of these
offerings were used to repay short-term debt and for
general corporate purposes. In October 1992, $300 million
of New York Telephone's Five Year 9%% Notes and
$200 million of New England Telephone's Five Year 91h%
Notes will mature. The telephone subsidiaries may refinance
this debt with short-term borrowings or long-term debt.
New York Telephone and New England Telephone each
have an additional $300 million of unissued debt securities
registered with the Securities and Exchange Commission
(the "SEC").

NYNEX Capital Funding Company issued $31 million
of medium-term debt in 1991 used to finance real-estate
projects. NYNEX Capital Funding Company has an addi­
tional $209 million in unissued medium-term debt securities
registered with the SEC. Adqitional1y in 1991, NYNEX
Credit Company issued $94 million of medium-term notes
to finance investments in certain assets.

Beginning in 1990 and throughout 1991, NYNEX issued new
shares of common stock associated with employee savings
plans and the Dividend Reinvestment and Stock Purchase
Plan. This increased the equity component of NYNEX's
capital structure by approximately $260 million in 1991 and
$130 million in 1990. At December 31,1991, NYNEX's capital
structure consisted of 47.3% debt and 52.7% equity, compared
with 47.2% debt and 52.8% equity at December 31,1990.

In 1991, certain independent bond rating agencies lowered
their rating on the debentures of New England Telephone.
The rating of NYNEX and New York Telephone debentures
were reaffirmed at current levels. Although Management
cannot predict that the bond ratings will remain at current
levels, Management believes that the bond ratings of NYNEX,
New York Telephone and New England Telephone will remain
at a level that is indicative of strong credit support for timely
principal and interest payments in the foreseeable future.



The following table sets forth the Plans' funded status
and amounts recognized in the consolidated balance
sheets:

The assumptions used to determine the projected benefit
obligation as of December 31, 1991 and 1990 include a
discount rate of 8.5% and an inaeue of 4.0% to 5.5% in
future compensation levels, in each year. The expected
long-term rate of return on pension fund assets used to
calculate pension expense was 8.5% in 1991 and 1990 and.
8% in 1989. From time to time, the Plans have been
amended to increase the level of plan benefits. The aetu­
anal projections included herein anticipate similar action
in the future.

In April 1991, NYNEX offered a voluntary management
early retirement program. The impact on the projected
benefit obligation was not significant. In September 1991,
as part of agreements reached between NYNEX and its
unions extending collective bugaining agreements
through August 5, 1995, NYNEX amended its nonman­
agement pension plan to provide an early retirement
mcentive, which increased. the projected benefit obliga­
tion by 5491.8 million, of which 5150.0 million was ex­
pensed and $341.8 million was defened. The expense
associated with the nOlUnANgement early retirement
mcentive was included in the charges for force reduction
programs in the fourth quarter of 1991 (see Organiza­
tional Restructuring included in Management's Discus­
sion and Analysis of Financial Condition and Results of
Operations). MAnagement anticipates future recovery of
these deferred costs through the rate-making process.

In January 1992, NYNEX announced tNt management
employees who leave NYNEX under the Force Manage­
ment Plan during 1992 and are at least 21 years old with
at least one year of service as of December 26,1991 may
elect to receive their NYNEX Management Pension Plan
benefit in a lump sum distribution, or as a monthly annu-

ity beginning when they leave NYNEX. In addition.
employees who are not yet eligible for a service pension
retain the existing option of waiting until retirement age
before receiving their pension benefit.

During 1990, the projected benefit obligation increased by
5128.5 million for the 1989 early retirement plans for
management and nonmanagement employees, of whIch
573,2 million was expensed and 555.3 million was de­
ferred. Management anticipates future recovery of these
deferred costs through the rate-making process,

Postretirement ....... Other .,...., Pensions

NYNEX provides certain health care and We insurance
benefits for retiNd employees and their families. Substan­
tially all of NYNEX's employees may become eligible for
these benefits if they reach pension eligibility while
working for NYNEX. Most of the benefits are provided
through an insurance company whose premiums are
funded as benefits are paid. Total costs of providing
benefits for retiJed employees and their families were
5153.9,5133.8 and 5117.5 million in 1991, 1990 and 1989,
respectively.

In September 1991, under the provisions of the Omnibus
Budget Reconciliation Act of 1990, a portion of excess
pension assets totalling 5133 million were transferred
from the two NYNEX pension plans to health care benefit
accounts established. within the respective pension plans
for reimbursement of retiree health care benefits paid by
NYNEX during the 1990 tax year. NYNEX then estab­
lished and made contributions to two separate Voluntary
Employees' Beneficiary Association Trusts ("VEBA
Trusts"), one for management and the other for non­
management, in amounts equal to the excess pension
assets transferred.. The VEBA Trusts were established to
begin prefunding postreti.rement health care benefits. In
December 1991, additional excess pension assets totalling
5148 million were transferred from the NYNEX pension
plans to health care benefit accounts within the penslon
plans for reimbursement of 1991 Jetiree health care ben­
efits. NYNEX also made contributions to the VEBA Trusts
in amounts equal to the excess pension assets transferred
in December 1991. The transfer of the excess pension
assets and the establishment of the VEBA Trusts had an
insignificant impact on NYNEX's results of operations
and financial position.

In December 1990, the FASB issued Statement of Fmancial
Accounting Standards No. 106, "Employers' Accounting
for Postretirement Benefits Other Than Pensions" ("State­
ment No. 106"). Adoption of this standard is required by
NYNEX no later than January 1, 1993. Statement No. 106
will change the current practice of accounting for
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nonpension retirement benefits from recognizing costs
as benefits are paid to acCNing the expected cost of
providing these benefits during an employee's working
life. lipon adoption of Statement No. 106, companies
will be required to recognize the liability to current and
retired employees either immediately or over a period
not to exceed 20 years.

Management is cu.mmtly evaluating the finandal account­
ing unpact of this accounting standard. Initial estimates
mdicate that the related annual expense, assuming ~year

amortization, will increase by approximately two to three
times above the projected 1993 expense levels. and the
initial unfunded accumulated postretimnent benefit
obligation will be in the range of approximately $3.5 billion
to SS.O billion at adoption. A substantial portion of the
increase would be related to the telephone subsidiaries.
which are subject to rate regulation. Management is unable
to predict with any certainty what effects the future regula­
tory environment may have on the ultimate financial
impact of the new standard.

~"""I•••" lIIet
The components of property. plant and equipment-net are as follows:

"~',~~.'C,.;." .'., _. '.' - ~.........~ - .....
~:~.~ iri' ..... ~.,~..... ~~.

-,,

.......
Buildings
Outside aerial and undefFounci facilities
Other telephone eqwpment
Funuture and office equipment
Capltalleues

Tow deprea.able property. plant and eqwpment
Less: accumulated deprea.ibon

Add: Land
Plant under construction

Total property. plant and eqwpment-nt't s

S 2.405.8
10.998.5
14.816.9
1,108.7

254.7
29.584.6
10.786.5'

18.798.1
148.1
782.7

519.728.9

Interest rates and maturities on long-term debt outstanding are as follows:

....... ..... • -
3~c;,-7'1.4(-' 199~2006 S 740.0

oS-Q~ 2007-2014 1.075.0
4<;(-8 1,{"'( 199~2006 670.0

b~c;~-.~ 2007-2018 1.805.0
8~C; -" .. -. 2023-2031 1.2S0.0
8~'~ _"i. 2010 150.0

2029 350.0
6J,o<; - I tl - 199~2008 765.4

186.3
(46.3)

S 6.945.4

Notes
Other
U!\Amortized di.lcounl-nt't
Total long-term debt

Refundmg Mongap Bonds:

,........



("iJ;-v, ,=ne)
i X ;

FI~)Rr·.1 10....K

SECURITIES f-\N[l EXCHAN(;E CO~vllvIISSION

I••IASH IN(;TON, DC 2U549

f-\f\lNUI-\L REf='ORT /-'URSUANT TO SECTION 13 Ol~ 15 Cd)
OF THE SECURITIES EXCHAN~E ACT OF '9~4

F,:)r the fiscaL year ended [lecembf-~I~ 31,1992

IjR

TRANSITION RE0)RT PURSUANT TO SECTION 13 OR 1S(d)
OF THE SECUR I TIES EXCHAN(~E ACT OF 1'J34

For the transition periodfro~ to

:\J[',.j EN(;LAMl TELEPHONE :~ND TELEGRAPH COI"lF'ANY

I~ Ne.:\',-,·:-k I"R.S. EmpLoyer
C':::. :~p':' ,- ~ ,; ,:,n I jen t i fie at i ()n NtJ.. 04- L664340

125 High St reet, 80S ton, ['vIas sac;husett 5 02110

TeLeph,:,ne Number (~.17) 743-980)

Spcur--~ties registered pursuant to S(~ction 12(g) 'Jf the Act: None.

THE REGISTRANT, A \NHf~LLY....OWNED SU8SIOIARY OF NYNEX CORPORATION,
,'if:ETS THE CONDITIONS SET FORTH IN GENERAL INSTRUCTION J (1) (a.) AND (b) OF FORi"l
~IIJ-K ANI) IS THEREFORE FILING nus FORI"I ~JITH REC)UCEO DISCLOSURE FORlvl/~T
i~'Uf=;SUI-\NT TO C:;ENERAL INSTR\JC TION J (2) •

. Indicate b¥ check mark,bJhether th@ Registrant (1) I:a~ fiLed aLL
n=p:lrt s req..ri red to be f 1 Led by Sec:t 1on 13 or 15 (d) of the Securl t 1es
Exchange Act of 1934 during the preceding 12 months (or for SLJch shorter
pericd that the Registrant IJ.las requi red tQ fi Le such regorts) I and (2) has
been subject to sur.h -fi L1ng ff.;CJuirements fQr the past .~) days ..
y(~S • " x••N,:,.. • • " .,

Indicate by ch~ck mark if d;scl,)sure C)T del ;nquent fi Lers
pursuar,t,t.:> Item 405 ()f Regl.JLat1s~ S-K is n()t contain~d her,:;ry"and I.JilL not
t?e :>:"lta~nedl teJ the be~t of Reglstrant's kno\.tledg.e l ln deflnit1ve,proxy Ot~
-,nk,nn-::lt -I,:·n staterTlf:nts incorporated by rt~ff;!rence in Part III Qf thl S
F.:,rm 11)-1< ,)r -::lny arT'lan~nt· tQ thi s Form 10-K. ¢ ! ,'f

0],:, t ace Lie ab Le

,

...



- 37 -

~r, '\cr', : :';i,. :.r.e (~l=orroany ,=,tfe~ed a voLunt9ry mar:agerrent earLy retirement
cr.',:<v~. ihl-:' ~rrc?:::t ,)r. thf?pr,:,)ected benef1t obL1gatl0n.w~s not
s::::p. t <~n~. In 'Kt,:ot:?~r 1'"."";1, c;.: part of ,a~reements ratlfied,by the Company
3nd 'Its rl"~"1S e x tend1ng collect1.e barga1n1ng agreements l,Jntll August Sif
:N'" - .. ~ :' '. l t7et i ve Barga i n i ng Agreement in Management's Di scuss ion and
'\r\~l<';S ,:.t Results of Operations), NYNEX amended its nonmanagement pension
cl~n ~:' cr,:.\(ide.an ear~y r.etir~mer:'t incentive, wbich ir:'cr~.ased the projected
beneht ,:cLl9at1,:-r1 by :il113.4 m1LL1on, of whlcn $,)4.2 mlLLion was expensed and
S7'~.~ rni l l i.:on..;as deferred. The expense associated with the nonmanagemEnt
t'.:lrl y ret:, :'ement i ncent i ve,..jas i ncLuded in the charges for force reduction
~rl:'9rams !n the fCJl...Jrth qUd~ter aT 1991 (see Organi zat iona L Restructuring
included 1n i'lanagement IS (>1 SCUSS 1 on and Ana lys 15 of Results of Operat lons) •

The C':ifTPany has di scu5sed w'j th its regulators a pLan to recover deferred
pension costs through the rate-making process. (see Postretirement 8enefits
Other Than F'er,s ions be Lot.!) .

F',:.stretirement Benefits Other Than Pensions

The Company provides certain health care and Life ins~rance benefit$ for
retired empLoyees and their families. Substantially aLL of the Company's
empLoyees may becomE eLigible for these benefits if tney reacn pension
eligibiLity while working for the Company. Total costs of providing benefits
for retired errpLoyees and their families \.Jere $63.7" $50.8 and $44.2 milLion
in 1992, 1991 and 1990, respectively.

During."?92.and 1991, under the pr9visions of the Omrlibus Budget ,
ReconClllatlQn Act of 1990, a portlon of E!)(cess pension assets, totall,ng
$205 and $281 miLLion, respectiveLy, was transferred from th~ two NYNEX
pension pLans to heaLth care benefit accounts established within tke
respective pension plans. The funds were used: for reimbursemel1t of r~tiree
heaLth care benefits paid by NYNEX durin; tne 1992, 1991 and 1990 ti~ y~~rs
,jf which $58, $42 and $38 million, respectively, represented benefits pai? 6v
the Company. In 1991, NVNEX estqblished two separate Volyntary e~lQye@$

qeneficiary Association Trusts (IIVE.SA T.rust. S"), one fO. r m¥'a.;eme.nt. and. the
other for nonman~t, to begin pr.efu.nding PO$tr~tir~mentheaLtMcare
benefits. In 1991 and 1991, amounts equal to tne eXCt5S pension Issets
transferred were contributed to the VEBA Trusts. The assets in the VEBA
Trusts coosist pdrqrHy of flqy;ty securities and fixed income secyritl&5.
The transf@r af excess pens; on aS$@t$ and th~ estabU stmM,tnt of thl: VeBA
Trusts nad an in5ignifl~ant imoact on the Comcanyts resuLts of ooeration$ and
f i nand a L pos i t i on •
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NOTES TO FlNANCI AL STATEfvlENTS (cont i nued)

Statement No. 106 tN; Ll be $135 mi LLion, an incrementaL cost increase of
approximateLy $65 miLLion ov~r the curren~ meth9doL99y, 9nd the initi?L .
unfunded accl1Tl.JLated POstretl remant beneflt obl"igat1Qn w1ll be $850 m1ll10n.
An\:Jrtization of the initiaL unfunded transition obligation.(' together with the
,:mgoin~ annt.JaL expense recognized under Statement No. 106 1n exceSS of costs
recognlzed under the current methodoLogy, will be offset by the effect of
~ctuariaL ass~ti?,n changes made und~r Statement.of F.in~nciaL Accounting"
~tandards No. 87, ErrpLoyer3 1 Account1ng for PenS10ns (Statement No. 87 ).

The CCffiQany has discussed an accounting pLan with regulatory commissions in
each of the states in which it operates for the intrastate r~g~L~tory
aCCClI,.Jnt i ng and rate-mak i ng treatment of pens ions and other pOst ret i rament
benefits. The accc~nting pLan alLows for the immediate adoption of
Statement No. 106 and Statement No. 87 on a revenue requirement neutraL
b?si~, provides for t~e arrortiz?tion of existing def~rre9 QE!nsion cOits
:~lthln a ten-year per10d and eL1minates the need for add,tional deferrals of
Statement No. 87 and Statement No. 106 costs. This plan wHL be ;mpL,rnentttd
fo~ the States of .Massachusetts and V@~mQnt( but it~ 5tatu~ in the States of
11alne, New Hampshire and Rhode IsLand lS still pendlng. With re~pect to
-interstate treatl'fl@nt, the FCC released an order in January 199! stating that
costs recognized under State~nt No. 106 are not e~.ogenO\JS costs and,
therefore, do Iit)t I",Jarrant an upward rate adjustment under pric:e caps at this
time. fl'lanagefl"lent is unabLe to predict v.Jith any certainty what effects th~
future reguLatory env;r()nmer,t m<Jy h~ve on the uLtimate financ::iaL impact of
the nehl standard.

F'osterrpLoyment Benefits

In Noverrt>€r 19i2, the FAS6 issued Sta.tement of Financi aL ACCQ\.Jnt ing Standards
No. 112, "EnpLayers' Account in; ror Poste~Loyment Benefits" (I'Stit~.ment No.
112"). The Coopany is reQUired to adoPt this standard no later thtn January
1, 1994. Statement No. 112 applies to DostertlllOYlnf,!nt benefits pI'"ovidf!d to
former or inaetivlIf erTflLoyeesl thei r beneficiaries,
ano covered dep~tl after ermloYl'!V!nt but before retirement. .
Statement No. 112 will change the Cq.Jf4:Jany's current m@thod of aCCOIJf1tlng for
POS..temoLQyment benefits from a combination. of recognizing costs a5 benefits
are paid ard accruing them uoon termination of er?Qloyment to accruing the
expected Cl:tsts of providing these benefits if certain condition' .re mfJt.

In the year ~f adoption, the initiaL effect of Stat~nt No, 112 $hou~d be
rE:·:.gnlzed irrrnedi ateLy and reported as an account; ng change. Mena;efl\ent ; $
CIJrn~ntLy evaluating the financial llfQ8ct of this il;count 1ng st_t1dird; the
effec.t l~t Statement No. 112 on the COITQany's results of operations and
financial p,,,,itian has not Yl;!t been determlnf!d. It h4$ not yet bettn
d~termined \.Jhether th~ reguLatory authQr"ities wi LL r;lfJ1"r.nh an-¢rti:'4t.iM of thf!J
transiti')n ~t and whet~r' thPr transition arount wi ~l be a-ccovnted for in
,joerating e~pen$es. Management'$ unable to predict w1th anY tertainty what
effec;ts the future reguLatory @r'wironment may have Of\ the tir'\&nciat il1J'ac:t of
this standard.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F'ostretirement Benefits Other Than F'ensions

The CCfflPany provides certain heaLth care and Life insurance benefits for
retired errpLoyees and their families. SL.!bstantiaLLy aLL of the Company's
empLoyees may ~come eLigibLe for these benefits if they reach pension
eLigibl."Lity whiLe working for the Company. TotaL costs of providing benefits
for approximately 39/iOJ retired elll)Loyees and their families 1.lere $119.6,
591.6 and $68.1 mi LLion in 1992, 1991 and '1990, respectively.

[Juring 1'?J2 and 1991, under~ the provisions of the Onnibus Budget
ReconciLiation Act of 1990, a portion of excess pe:1sion assets, totalling
S205 miLLion and $281 miLLion, respectiveLy, were transferred from the two
NYNEX pension pLans to heaLth care benefit accounts estabLished within the
respective pension pLans. The funds were used for reimbursement of retiree
heaLth care benefits paid by NYNEX during the 1992, 1991, and 1990 tax years,
of wh~ch $1(!B miLlion,. $76 miLLi.Qn and $69 miLLion, ~espect;vely, repr.esen~ed
beneflts paid by the C~any. In 1991, NYNEX estaOLlshed two separate
\I'JLuntary ErroLoyees' Ber,~ficiary Association Trusts ( t1 VEBA Trusts"), one for
management and the other for noomanagement" and contributed amounts f?qL,Ial to
the excess pension assets transferred. The VE8A trusts were established to
begin prefunding POstretire~nt heaLth care benefits. The assets in the VEBA
trusts cCl(lsist primariLy of eQuity securities and fixed incOfTle securities.
The transfer of excess pension assets and the establishment of the VEBA
Trusts had an insignificant irrpact on the COI'l'tlany's results of operations and
financiaL position.

The C()frpany l,JiL~ a@t Statement of Financial Accounting Standards No. 106,
"ErrpLoyers' Accounting for Postret;re~nt 8enefits Other Than Pensions"
("Statement No. 106") effective January 1, 1993. Statement No. 106 wiLL
change the current practice of accounting for postretirement benefits trom
recognizing costs as benefits are paid to accruing the expected cost of
prOV1ding these ~nefits during an elT()loyee's worKing life. Upon adootion of
Statement No. 11)6, the Company intends to recognize the transition obl.igation
f'Jr retired efTt)Loyel9$ and the earned pOrtion for active efll)loyees over a
20-year period. It is estimated that 1993 an~al cost under Statement No.
106 '.-JiLL be $250 ",ill.iOf1 and the initiaL wnfunded aCCum.JLated postretirement
benefit ·:>bLigation will be $',6 billion. AmQrtizatien of the initial
unfunded transtt icy, obl ;gation, together with the ongoing annual expense
r,:cogn;zed ur~r Stat~nt No. 1(~ in excess of costs recognized under the
~urrent Jn€thod:1l"gy, !,Jill be offset by actuarial assumption charges made
under Statement of Financial Accounting Standards No. 87, '/Employers'
Acu:unt i ng for Pens; t~S" (' 'Statement No. 87").
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'-J';~5 T~I i>.~S'~IU[)ATE[l FINANCIAL STATEMENTS (Continued)

_'i' I_)f-'~:~! 1~, 1';92, the (Clfr()."ly submitted an accounting plan to the NYSPSC
t:,,- t h

." rpgJlat_,ry acc>:"'.Jnting and rate mak-;ng treatment of pensions and other
D:·stre:irement benefits. The accounting pLan aLlows for the il'TYTlediate
ad:iQti,:on .:,f Statement N<). 106 and Statement No. 87 on a revenue requirement
neutral basis, pr.)vides for the aroortization of existing deferred pension
e,:,sts :,:1 thin a ten-year period and el ;minates the need for additional
de ferr a LS ,:,f Statement No. 106 and Statement No. 87 costs. Thi smatter' is
pending. ~jith respect to interstate treatment, the FCC released an order in
January 19j3 stating that costs recognized under Statement No. 106 are not
exogenc,us costs and, therefore, do not warrant an upward rate adjustment
under price caps at this time. Manage~nt is unabLe to predict with any
certainty lNhat effects the future regulatory environment may have on the
uLtimate financial ;rrpact of the new st~ndard.

Postenployment Benefits

In November 1992 1 the FAS8 issued Statem~nt of FinanciQl Accounting Standards
NQ. 112, "ErrpLOY.e.rs' ACCOU.n.t ing fo.,. poste~LOYlTlf!n.. t .8enefits" ("Statement No.
112"). 'The C~any ;s re~ired to 3c:):)pt this standard no later than January
1, 1994. Statement No. 112 appLies to posterrQloyment benefits provided to
former or inactive employees, their beneficiaries, and covered dependents
after employment but before retirement. Statement No. 112 will change the
Company's current method of accounting for pOste~loyment benefits from a
c.~;nation of recogn;l;ng costs as benefits are paid and accrving them upon
termination of empLoyment to accruing the expected costs of providing these
benefits if certain conditions are met.

In the year of adootion the initiaL effect of State~nt No. 112 shouLd be
re~ogniled immediately and reported as an accounting chan9@' Managp.ment is
currently evaLuating the finenciaL impact 01 this account1ng st~ndard; the
effect of Statement 112 on the COITQany's resuLts of operations and financial
poslticX1 has not yet beet"1 determined. It ha$ not yet b~el"l determined whether
the regulatory authorities will oermit amortization of the transition amount
and '..Ihether th~ transition amount w; l l be accounted for in oPerating
expenses. Hanagement; s unabLe to predi ct with any certainty what effec~s
the future reguLatory environment may have <:;In the finandal impact of thlS
standard.
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RETIREE HEALTH PLANS ~PRE-65) __

Feature

• Type Of Plan

- Comprehensive
options

Management Plan *
• Active comprehensive

Options
$4,0001$8,000 deductible,
70% coinsurance,
$7,0001$10,000 stop-loss

- $6001$1,200 deductible,
80% coinsurance,
$1,8001$3,000 stop-loss

$3501&$700 deductible,
80% coinsurance,
$1,4001$2,800 stop-loss

Non-Management Plan

• Active basic plus major
medical

*Applies to Management employees with Pension Effective Date on or after 7/2/85; all other Management
retirees are covered under the provisions shown for the Non-Management Plan.


